carrier’s depreciation practices, and it retains continuing authority to require
depreciation auditing and reports by the carrier, and to audit a carrier’s practices
itself.

Active competitors and customers. The Commission has many helpers in
identifying depreciation concerns. Competitors and customers of the carriers will
be quick to identify perceived abuses by fully subject carriers.

Competitors provide depreciation benchmarks for the Commission, particularly in
areas where technology is forcing the greatest change.’

Depreciation manipulation simply can’t work for a carrier. Carriers are unable to
"plan” for particular earnings or sharing levels. Experience shows this to be
impossible.

Changes in depreciation are treated as endogenous events under price caps.?

7 As USTA noted in its comments, the depreciation rates utilized by cable operators
and interexchange carriers are well in excess of those used by subject exchange carriers.
As a group, cable operators use an (FR) rate of 13.9, in comparison with a 1991
exchange carrier (FR) composite of 7.0 - about half. AT&T’s regulatory (MR) depreciation
rate is at 13.8.

® Price C nsideration Order, 6 FCC Rcd 2637, 2672 (1991) at { 74.
3
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